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ECONOMIC TRENDS REPORT - SWEDEN 

KEY ECONOMIC INDICATORS: SWEDEN 

All values converted to millions of U.S. dollars and rounded. 
1981 1980 1981 1982 (est.)+ 


GDP BY COMPONENTS PERCENTAGE CHANGE IN VOLUME 

(except where parenthesized) 
Private Consumption 57,990 0.0 - | 
Total Public Consumption 33,590 + | 
of which: Central Government 10,040 - 1 
Gross Investment 21,580 
Inventory Formation (and as % of GDP) - 390 
Exports, incl. services 34 , 340 
Imports, incl. services 34,280 
GDP at Current Prices 112,700 
GDP at Constant 1975 Prices 62,640 
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MEMORANDUM ITEMS (annual averages except as stated) 

Exchange Rate: SEK per U.S. $1.00 4.22 DOT 5.50++ 
Central Bank Discount Rate, Year-End and 2/1/82 10.0% 11.0% 4 
Yield on Industrial Bonds 11.462 13.547 N/A 
Labor Force (in thousands) 4,318 4.332 4,330 
Average Unemployment Rate 2.0% 2.5% 3.5% 


PERCENTAGE CHANGE 
Industrial Production: Volume ; - 2.6 + 
Real Disposable Income - 2 - 
Average Hourly Earnings + B.2 


50 ‘ 
Producer Prices 10.8 +13.4 ] 
367 ; 


Consumer Prices +)2.1 + 


TRADE AND BALANCE OF PAYMENTS 

Exports, of goods f.o.b. 31,000 28,420 30,900 
Change in Volume of Exports - 1.7% - 0.8% + 6.6% 
U.S. Share of Value of Exports 5.4% RK) 4 N/A 

Imports, of goods c.i.f. 33,600 28,500 30,500 
Change in Volume of Imports = 0.1% - 9.4% + 4.7% 
U.S. Share of Value of Imports 7.3% 7.3% N/A 

Balance of Trade -2,740 - 240 + 240 
Balance on Current Account -4,460 25700 -2, 500 
Balance on Capital Account +5,790 +3,650 N/A 

Foreign Exchange Reserves, Year-End and 1/29/82 3,600 4,040 3,600 


Main imports from U.S. (January-September 1981): Machinery, appliances, and telecommuni- 
cations equipment, 618; Foods, beverages, and tobacco, 1183; Chemicals, pharmaceuticals, 


and plastic materials, 110; Instruments and optical goods, 109; Motor vehicles and other 
means of conveyance, 80; Metallic ores and metal scrap, 653 Coal and coke, 38. 


Sources: Swedish Ministries of the Budget and Economic Affairs; Central Bank; Central 
Bureau of Statistics; Economic Research Institute; and Labor Market Board. 


+ Official forecasts of January 1982. 
++ Unofficial estimate for 1982. 





1. SUMMARY 


The overall trend in the Swedish economy points slightly up. The Government 
anticipates a 1 percent rise in real GDP this year as well as a trade surplus 
(after a 1981 deficit) and an improvement in the current~account deficit. 

The budget deficit continues to rise both absolutely and in terms of GDP, 

but the pace of Government spending has begun to level off. Foreign borrow- 
ing also has been easing. Inflation is expected to slow down to about an 8.5 
percent rise in 1982, but that rate would still be high enough to trigger a 
wage advance by August. 


With an expected real increase of only 1 percent in imports of goods and 
services, all suppliers will have to work hard to keep their sales volume up. 
The dollar has risen to record levels and many expect it to stay high against 
the krona throughout 1982. American exporters thus will probably not be able 
to compete on price, and will have to do their best on quality, delivery 
terms, and other non-price factors. 


2. PRODUCTION 


Sweden's GDP will grow by 1 percent in real terms during 1982, according to 
the Government's Economic Policy Statement of January 11. The Economic 
Ministry expects that the effects of the devaluation of September 14, 1981 
will be negative in the first half of 1982, as increased import prices 
continue to predominate over the gradual rise in export earnings; but in the 
second half the devaluation-induced improvement in export performance is 
expected to raise GDP growth to 3.5 or 4 percent at an annual rate, for a 
full-year real GDP rise of 1 percent. Last April the official forecast was 
for a 2 percent rise in GDP in 1982; the downward revision was prompted by 
more pessimistic estimates of the international situation. 


Industrial production, which declined in 1981 by 2 to 3 percent (preliminary 
estimate), is expected to grow by 3.6 percent in 1982. The latest hard data 
available for 1981 show that industrial production was down 3 percent during 
the first three quarters. But order stocks on November 30 were 9 percent up 
from a year previous. Gross investment in 1982 is expected to fall by 4.4 
percent, after 1981's decline of 6 percent. Particularly bleak is the 
estimate for investment in housing -- a decline by 9.6 percent, after a 1981 
decline by 7 percent. 


3. FOREIGN TRADE 


Preliminary data indicate that Sweden's trade deficit in 1981 was much 
smaller than in the preceding year, and the Economic Ministry anticipates 
that in 1982 the balance will shift to a substantial surplus of about SEK 
2.2 billion ($400 million). However, it also foresees a SEK 0.9 billion 
($164 million) "adjustment of trade returns," in which case the 1982 surplus 
would be more like SEK 1.3 billion ($236 million). Exports of goods and 
services are expected to rise by 7 percent and imports by 1 percent in real 
terms. In nominal terms, exports of goods are expected to climb in 1982 
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from SEK 144 to 170 billion ($28.4 to $30.9 billion at the different 
exchange rates for these two years), and imports of goods from SEK 144 to 
168 billion ($28.5 to $30.5 billion). Large outflows of transfers and 
services, however, are expected to bring the current account balance into an 
SEK 13.6 billion ($2.5 billion) deficit. 


Sweden's estimated 1981 trade deficit of SEK 400 million ($78.9 million) was 
appreciably smaller than the shortfall expected for that year as late as last 
October. In conjunction with an "adjustment of trade returns" of SEK 825 
million, the Ministry's estimate would indicate an overall 1981 deficit of 
SEK 1,225 million ($242 million), which is considerably better than 1980's 
SEK 11.5 billion ($2.7 billion). Preliminary calculations are that in real 
terms exports of goods and services dropped by 0.1 percent and imports by 6.5 
percent in 1981. 


The latest available statistics on Sweden's foreign trade in 1981 are 
preliminary estimates through November. These figures showed a deficit on 
merchandise trade of SEK 1.3 billion ($256 million) resulting from imports of 
SEK 131.1 billion ($25.9 billion) and exports of SEK 129.8 billion ($25.6 
billion). 


Among imports, crude oil and petroleum products declined in volume but rose 
in price. Most oil trade is denominated in dollars. That currency's twenty 
percent appreciation against the krona kept Sweden's oil bill at the same 
level of 23 percent of total imports by value, both for January - November 
1981 and the same period in 1980. The volume of crude petroleum imports 
diminished in that interval from 16.5 to 13 million tons. 


Preliminary estimates indicate a striking 10 percent fall in import volume 
and a slight drop of 1 percent in exports during the first three quarters of 
1981 as compared with the same period of 1980. Lumber and wood products' 
exports dropped 9 percent during that period. Other declining exports were 
iron ore (17.3 percent), steel (14 percent), oil (13 percent) and trucks (4 
percent). Products and product categories in which augmented foreign 
deliveries were registered included paper pulp (12 percent) and paper and 
paper products (11 percent), both of which benefited strongly from the sharp 
increase in the Swedish krona value of the dollar. Remaining steady were 
personal automobile exports. Half of that SEK 2 billion ($394 million) 
export goes to the United States. 


On the import side, too, most categories went down during the first nine 
months of 1981 as against the same period of 1980. Imports of iron and 
steel (19), non-ferrous metals (13), and personal cars (9) all declined in 
nominal terms by the indicated percentages. Consumer goods imports also 
were lower in volume terms, by amounts not yet tallied; most prominent among 
these were furniture, clothes, shoes and cameras. 


The GOS devaluation of the krona by 10 percent on September 14, 1981 seems 
to have had the anticipated initially negative effects, as import prices 
rose more and sooner than did export revenues. But Sweden's imports were 
also affected by appreciations of the Dutch Guilder and the German Mark in 
November. Germany is Sweden's largest supplier and furnished 17 percent of 
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Swedish imports in that period, including a third of Sweden's foreign 
purchases of manufactured goods. 


4. BALANCE OF PAYMENTS 


The improvement of Sweden's balance of payments has long been an important 
component of GOS economic policy, so the estimated reduction of 1981's 
deficit below earlier predictions and the hopes for 1982 have been featured 
in recent announcements. This year the balance-of-payments deficit is 
expected to drop 3.5 percent to SEK 13.6 billion ($2.5 billion at current 
prices) from the SEK 14.1 billion ($2.8 billion) shortfall registered the 
previous year. Although the first effects of last September's devaluation 
are anticipated in the spring, the full brunt of the measure will not make 
itself felt until early in 1983, according to the Economic Ministry, which 
also pointed to an anticipated SEK 3 billion ($545 million) in interest and 
amortization payments on Sweden's SEK 61.3 billion ($12.1 billion) stock of 
Central Government foreign debt. 


The latest available figures from the Central Bank show a SEK 10 billion 
($1.8 billion) balance-of-payments deficit for the first three quarters of 
1981, which was lower than the SEK 15.3 billion ($3 billion) registered in 
the comparable period of 1980. The trade balance was SEK 8.8 billion 
better, while services and transfers combined to produce a SEK 3.5 billion 
improvement. This improvement derived largely from the SEK 9.3 billion 
($1.8 billion) of GOS foreign borrowing in 1981. Also contributing 
positively was a reduction in foreign borrowing by all sectors of the 
economy. 


The Government estimates that the net return on capital in 1981] constituted 
an outflow of SEK 11.6 billion ($2.3 billion), an increase of SEK 5.3 billion 
($1.3 billion) from the previous year. The GOS anticipates further deterior- 
ation in 1982 with a net outflow of SEK 14.6 billion ($2.7 billion). Contri- 
buting to this estimate is an estimated SEK 5 billion ($0.9 billion) Central 
Government foreign borrowing and SEK 10 billion ($1.8 billion) other foreign 
borrowing. 


A high-level governmental committee has been studying Sweden's 
balance-of-payments statistics, and has just revised them for 1978 through 
1980. There continue to be wide discrepancies between estimates made in 
various parts of the GOS, leading to large adjustment items. 


5. THE PUBLIC SECTOR 


The Government announced its budget for fiscal year 1983, beginning July l, 
1982, on January 11. Expenditures of SEK 251.6 billion ($45.7 billion) less 
revenues of SEK 168.9 billion ($30.7 billion) leave a deficit of SEK 82.6 
billion ($15 billion) which amounts to 49 percent of revenues or 14 percent 
of GDP. Indicative of future problems is the second largest expenditure 
item in the Budget: interest, amounting to SEK 39.4 billion ($7.2 billion), 
on the national debt. The largest item is the allocation for the Social 





Affairs Ministry, SEK 64.6 billion ($11.7 billion). 


There are plans to cut expenditure, principally those of local governments. 
The GOS hoped to reduce growth in this category to 1 percent in real terms, 
but it rose by 1.7 percent in 1981. However, the rise was less than the 3.3 
percent climb registered the previous year. The Government's goal for total 
expenditure reduction is SEK 12 billion ($2.2 billion). 


Among the local governments, the 24 provinces are slated to take more cuts 
than are the municipal authorities. Anticipated reductions are in health 
care, as well as medical and dental training. But the Government's economic 
policy making generally is complicated by the necessity of taking into 
account the next national elections which will take place in September. 


CONSUMPTION 


The Government expects private consumption to fall in 1982. Total public 
consumption is slated to rise by half a percent, with Central Government 
outlays expected to decline by 2.2 percent and hold the public sector's 
total consumption to a half-percent rise this year. 


Private consumption is expected to decline at an accelerated rate. Real 
private consumption went down by 1.3 percent in 1981 from 1980, according to 
the latest preliminary estimates. In 1982,the Economic Ministry estimate 
has it declining by a further 1.8 percent. 


The statistics available for 1981 tend to support the Government's estimate 
for 1982 consumption. The retail sales index declined by 1.1 percent in the 
second quarter of 198] and 3.5 in the third from the corresponding quarters 
of the preceding year. A survey published late in November by a leading 
business newspaper indicated that retail sales had declined by 3.6 percent 
for the period January to September, from that period in the previous year. 
The paper characterized it as the worst retailing year in the past three 
decades. Another survey studied developments in the sale of 100 leading 
products and found that nearly all sold less in 1981 than the previous 
year. New car sales in particular continued their downward trend of the 
past two years. Other notable declines in sales were those of TV sets (9 
percent)’ and stereo sets (16 percent). Among the very few consumer items 
whose sales rose were motorcycles and video tape sets. 


INVESTMENT 


Gross investment in Sweden declined in 1981 and is expected to do so again 
in 1982. 1981's investment, measured provisionally at SEK 109 billion, was 
6.1 percent down in volume terms from 1980. In 1982, gross investment in 
those terms will decline by a further 4.4 percent, according to the 
Government's budget message. Total Central Government investment is 
expected to fall in 1982 by 4.6 percent, having declined in 1981 by 6.5 
percent. Local Government investments went down 2.8 percent in 1981 and are 
expected to fall in 1982 by a further 5.9 percent. This will serve to 





reduce public-sector investment by 3 percent, since local government 
investment is greater than that of the Central Government. 


Interviews among firms carried out in October by the Government's 
Statistical Office indicated that industrial investment is expected to drop 
in 1982 by somewhere between 10 and 15 percent. In 1981 it came to SEK 18.3 
billion ($3.3 billion), a 9 percent drop from the previous year. Every 
industry except that of pulp and paper indicated a decrease in planned 
investment. Preliminary statistics for the first three quarters showed that 
the largest investment declines were registered in the construction and 
related fields. However, estimates derived from surveys of business firms 
have consistently overestimated the force of whatever trend has been under 
way during the survey. 


8. FINANCIAL 


Sweden's 10 percent devaluation of September 14 led to an inflow of SEK 2.9 
billion ($527 million) in the first two weeks thereafter, according to 
Sweden's Central Bank. 


Immediately after the move, a new parity index for the SEK and the "basket" 
of currencies in which most of Sweden's trade is carried out was changed to 
111 from the previous 100. The SEK has been at or above that par since the 
devaluation. Of the other measures announced with that exchange rate adjust- 
ment, the Value Added Tax was reduced from 23.46 to 21.51 percent. The 
general price freeze of that date expired on December 31. There was a 
proposal to set aside a quarter of corporate profits over SEK one million 
($198,000) in blocked non-interest-bearing accounts in the Central Bank, but 
the Government withdrew the proposal in the face of strong indications that 
it would have trouble passing in the Parliament. 


At the end of 1981, the Central Government's foreign debt came to SEK 61.3 

billion ($12.1 billion at year-end exchange rates), in addition to SEK 10.8 
billion ($2.1 billion) in undrawn credits. New foreign borrowing eased off 
at SEK 9.3 billion ($1.8 billion) in 1981, from 1980's SEK 22 billion ($5.2 
billion). The latest loan (not drawn upon at the end of 1981) was a syndi- 
cated placement of £150 million on the London market. This loan is to have 
an interest rate of the London Interbank Offer Rate plus 3/8 percent and a 

final maturity of eight years. 


The Exchange Control Board on October 20 relaxed the requirements for direct 
investment abroad. All such investments are now permitted in principle, and 
there is no longer an obligation to demonstrate a favorable effect on 
Sweden's balance on current account. External financing will be required, 
with exceptions possible. 


Measures were taken on December 3 to lower interest rates for investors, 
including the lowering of interest on some government bonds by 3/4 of a 
percentage point. 





9. INFLATION 


The rise in the Consumer Price Index (CPI) in 1981 (annual average) was 12.1 
percent, leveling off from the 13.7 percent climb of the previous year. The 
rise fell just short of triggering the general wage increase required under 
the February 1981 two-year national wage agreement. The wage hike is tied 
to the CPI exluding oil prices and certain energy taxes, and for 1982 that 
trigger point is 6.99 percent over the end-of-1981 level; the Government 
expects that point to be reached in August. For 1982 as a whole the full- 
scale CPI is officially expected to rise by 8.5 percent over the 1981 
average. International prices are expected to raise the CPI level by 4 
percent, and other factors by 5.1, while a 0.6 percent decline is expected 
in indirect taxes and food subsidies. 


All the main classes of goods studied in compiling the Consumer Price Index 
had lower price rises in the period December 1980 to December 1981 than in 
the preceding year. Food prices increased 12.1 percent in contrast with 15 
percent the previous year, while clothing price increases declined sharply 
from 9.5 to 2.6 percent, and overall housing cost price rises fell from 15.2 
to 13.2 percent. Contributing to these lowered price increases was a 
decrease in the Value Added Tax from 23.46 to 21.51 percent effective 
November 16. 


10. ~ LABOR 


Unemployment broke the three percent barrier in October, 1981, when it was 
officially registered at 3.1 percent. It went down a bit in November and 
slid to 2.98 percent for December. October's unemployment figure of 133,000 
was the highest since 1973. In addition to these officially recorded 
unemployed, another 25,548 are employed in "relief work" and approximately 
another 34,000 in training; when these are factored in, the rate of 
economically inactive workers is about 4.6 percent. 


Labor costs reached 277.1 in November on an index based on 1973 costs. The 
average hourly wage for workers in mining and manufacturing was SEK 36.64 
($7.23) in September (latest available data). 


The Government is planning to change its Employment Security Law (Aman Law) 

to make it easier to release unsatisfactory employees. Also in the works is 
a plan to extend the number of waiting days before sick pay begins, from one 
day to three, in order both to bring down Sweden's high rate of absenteeism 

and to reduce the costs of sick leave. 


11. IMPLICATIONS FOR THE U.S. 


Despite the dreary economic outlook and the prospect of exchange rates 
remaining relatively unfavorable for American exporters, we expect U.S. 
exports to continue their comparatively strong performance in the Swedish 
market this year. Generally speaking, price is of less critical importance 
than are quality, after-sales service, credit terms, and delivery. Hence, 
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the exchange rate barrier is not necessarily insuperable. 


Because of the sophistication of Swedish industry and its continuing need to 
upgrade productivity, the best growth prospects for U.S. exporters are 
generally to be found at the high technology end of the scale. Such 
prospects include, but are not limited to, computers and peripherals, 
business equipment, analytic and scientific instruments, industrial controls, 
electronic components, medical instruments and equipment, food processing and 
packaging equipment, safety and security equipment, and materials handling 
equipment. 


Participation in Swedish trade fairs is one of the best means of testing and 
entering this market, and therefore we note at the end of this section a 
number of shows scheduled this year by two of Sweden's leading international 
trade fair organizations, keyed to the foregoing list of best export 
prospects. 


Although, as discussed in Section 6 of this report, the consumer goods 
market is generally soft, the U.S. has been doing well in specific sectors, 
notably leisure apparel. In fact, the U.S. last year accounted for some 5% 
of total apparel imports, no mean achievement considering the intensely 
competitive nature of this market where import penetration exceeds 85%. 
There is also considerable latent demand for American household appliances, 
but the would-be exporter in this area must be prepared to face elaborate, 
exhaustive, expensive, and time-consuming testing procedures by the Swedish 
Electrical Materials Control Board (SEMKO). SEMKO, which is delegated by 
the Government to protect consumer interests from the point of view of 
safety, has rigorous standards, many of which are quite different from those 
most American manufacturers are used to. But for those U.S. firms that have 
persisted, the rewards have often been generous. 


Whether the economy is up or down, Swedes are inveterate travelers and 
Swedish tourism to the United States has grown remarkedly in the past few 
years. The U.S. definitely has one of the world's most attractive tourist 
products, but to increase -- indeed to maintain -- our share of Swedish 
tourism, the American travel industry must strengthen its performance in the 
other three "P's" of the marketing mix: promotion, packaging, and pricing. 


While business investment in Sweden has been a weak performer and is ex- 
pected to be off again this year (see Section 7), Swedish investment abroad 
reached a new high of SEK 6,504 million ($1,283 million) in 1981, a 70% 
increase over the 1980 level. The U.S. again was the leading target, 
accounting for 28% of the total. We expect this trend to continue this 
year, for Swedish industry has become increasingly aware of the advantages 
of locating in the American market. Foreign investment in Sweden, on the 
contrary, was less last year than in 1980 (although it must be noted that 
1980 was an exceptional year). The U.S. was the second largest foreign 
investor in Sweden, accounting for 20% of the total level of SEK 1,373 
million ($271 million) in new undertakings. Although investment in marketing 
operations in Sweden can be quite attractive, investment in production is 
often less so, according to many American firms operating here. Swedish 
legislation governing foreign investment may be overhauied in the near 





future, although details are as yet unclear. 


STOCKHOLM INTERNATIONAL FAIRS, S-125 80 Stockholm, Sweden, telex 10660 


Machine Tools 82, April 22-27 (computers, industrial controls, safety and 
security equipment, materials handling equipement ) 


Nordic Building Fair, May 5-11 (safety and security equipment, materials 


handling equipment) 


Datakontor (Data Office), September 30-October 10 (computers and 
peripherals, business equipment) 


Stockholm Technical Fair, October 21-27 (analytic and scientific 
instruments, industrial controls, electronic components, materials handling 
equipment ) 


Dental Fair, November 17-19 (medical instruments and equipment ) 


Medicin 82, December 1-3 (medical supplies and equipment) 


SWEDISH TRADE FAIR FOUNDATION, Box 5222, S-402 24 Goteborg, Sweden, telex 
20600 


Wood Products and Technology, May 6-11 (safety and security equipment, 
materials handling equipment) 


Elfack 82, August 3l-September 4 (electronic equipment ) 
Scanpack, October 12-16 (food packaging equipment) 
Interfood, November 2-5 (food processing equipment ) 


Scanautomatic, December 7-11 (electronic components, industrial controls) 

A United States pavilion will be presented at Datakontor by the U.S. 
Department of Commerce. For information concerning participation in this 

major marketing event, contact Judy Fogg, Room 2013, U.S. Department of 
Commerce, International Trade Administration, Washington, D.C. 20230. The 
Foreign Commercial Service in Stockholm is offering a limited number of 

package participation arrangements for the Stockholm Technical Fair, Medicin, 
and Scanautomatic, and further information may be obtained from Office of the 
Commercial Counselor, American Embassy, Strandvagen 101, S-115 27 Stockholm, 
Sweden. This office will also be pleased to assist individual firms in 
participating in any other trade fairs in Sweden. 














